520           BRITISH BANKING AND FINANCE,

the eighteenth century and up to the Bank Restriction, and the
proposal was abandoned in deference to an agitation made
memorable by Scott's Letters from Malachi Malagrowther.

The Scottish banking system was indeed quite separate and
distinct from the English. The Bank of England's monopoly
of joint-stock banking did not extend to Scotland, and Scottish
banking was mainly in the hands of a half a dozen relatively
large and solid joint-stock banks with numerous branches.
These banks were linked on to London, having London reserves,
and carrying on the same kind of business in bills on London
as the English country banks. But that link was in itself no
closer than might be established with a foreign country.

The other Act of 1826 was concerned with the legality of
joint-stock banks. Even before the crisis of 1825 t^ie Bank of
England's monopoly of joint-stock banking had been assailed
by criticism. After the crisis the practical consequences of the
Bank's monopoly had become the subject of serious misgiving.
The numerous and frequent bank failures were directly trace-
able to an artificial prohibition of any greater concentration
of resources than those of six partners in a single bank. Bankers
might, no doubt, grow rich, but family fortunes had to be
divided upa and the total remaining in the hands of the active
partners in any one bank was constantly being depleted. An-
other consequence of the prohibition of joint-stock banking was
the narrow limitation of branch banking. To carry the over-
head expenses of numerous branches, and to afford a guarantee
of solvency in proportion to their transactions, a large capital
would be required. The process of amalgamations and mergers
by which a system of local unit banks is most easily developed
into a system of branches was impeded when any partners in
excess of six had to be bought out, so that their capital would
be removed from the business.

As American experience has shown in recent years, a system
of unit banks without branches is liable to frequent failures,
not only because the individual banks are small, but because
the business of any one bank is too local and not sufficiently
diversified to spread the risks.